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security for a loan, except as provided 
in section 502 of the World War Ad-
justed Compensation Act, as amended. 
Any negotiation, assignment or loan 
made in violation of section 502 of the 
World War Adjusted Compensation Act 
is void. In case of sale, discount or re-
discount by the bank which made the 
loan, the note or notes should be ac-
companied by the affidavit required by 
§ 11.85. 

§ 11.81 Rediscounts with Federal Re-
serve Banks. 

Upon the endorsement of any bank, 
which shall be deemed a waiver of de-
mand, notice and protest by such bank 
as to its own endorsement exclusively, 
and subject to regulations to be pre-
scribed by the Federal Reserve Board, 
any such note secured by an Adjusted 
Service Certificate and held by a bank 
is made eligible for discount or redis-
count by the Federal reserve bank of 
the Federal reserve district in which 
such bank is located, whether or not 
the bank offering the note for discount 
or rediscount is a member of the Fed-
eral Reserve System and whether or 
not it acquired the note in the first in-
stance from the veteran or acquired it 
by transfer upon the endorsement of 
any other bank: Provided, That at the 
time of discount or rediscount such 
note has a maturity not in excess of 9 
months, exclusive of days of grace, and 
complies in all other respects with the 
provisions of the law, the regulations 
of the Federal Reserve Board and the 
regulations in this part. 

§ 11.83 Additional loans by reason of 
50 percent loan value. 

(a) It will be the policy of the Depart-
ment of Veterans Affairs to redeem all 
loans made in accordance with the law 
and regulations made pursuant there-
to, when such loans are made in good 
faith to the veteran to whom the cer-
tificate was issued. If, while his certifi-
cate is held by a bank as security for a 
loan, the veteran applies for the in-
creased loan value authorized by the 
amendment to the World War Adjusted 
Compensation Act dated February 27, 
1931, whether or not the loan has ma-
tured, the veteran and the bank will be 
informed fully of the provisions of this 
section and that the bank may make 

the loan for the additional amount or, 
upon request of the veteran, may send 
the note and certificate to the Sec-
retary of Veterans’ Affairs. The Sec-
retary shall, if the loan was legally 
made, accept such certificate and note, 
and pay to the bank in full satisfaction 
of its claim the amount of the unpaid 
principal due it and the unpaid interest 
at the rate authorized by the World 
War Adjusted Compensation Act, as 
amended, up to the date of the check 
issued to the bank. If the veteran has 
not filed application for final settle-
ment of his adjusted service certificate 
under the provisions of the Adjusted 
Compensation Payment Act, 1936, and 
demand is made upon the bank to 
present the note and certificate for re-
demption prior to the maturity date of 
the loan and during the lifetime of the 
veteran, interest will be payable up to 
the date the check is issued to the 
bank, or, if demanded by the bank, up 
to the maturity date of the loan. 

(b) If, however, an application for 
final settlement is filed and the bank is 
notified to present the note and certifi-
cate to the Secretary and does so with-
in 15 days after the mailing of such no-
tice interest will be payable to the date 
the check is issued to the bank. If the 
bank fails to forward the note and cer-
tificate within 15 days after the mail-
ing of the notice, interest shall be paid 
only up to the fifteenth day after the 
mailing of such notice. 

§ 11.84 Redemption because of vet-
eran’s death. 

If the veteran dies before the matu-
rity of the loan, the amount of the un-
paid principal and the unpaid interest 
shall be immediately due and payable. 
In such case, or if the veteran dies on 
the day the loan matures or within six 
months thereafter, the bank holding 
the note and certificate shall, upon no-
tice of the death, present them to the 
Secretary, who shall pay to the bank, 
in full satisfaction of its claim the 
amount of the unpaid principal and un-
paid interest, at the rate authorized by 
the World War Adjusted Compensation 
Act, as amended, accrued up to the 
date of the check issued to the bank; 
except that if, prior to the payment, 
the bank is notified of the death by the 
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